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COMMENTS 


ON 

PRESENT  VALUE  AND  PROPOSED  CHANGES 


OF  THE 


UNITED  STATES 
POSTAL  SAVINGS  SYSTEM 


A.  ADAMS 


Can  the  United  States  Postal  Savlntfs  be  extended 
without  injectinti  the  Government 
Into  the  Banklatf  bnsliiess? 

The  Postmaster  General  says  that  the  Goverment 
Is  already  la  the  baaklatf  buslaesa. 
See  pnie  3  within.  . 

Is  ^vemment  any  num  competent  to  provide 

bankinf^  service  than  transportation,  shippin|S« 
pnblishinjt  or  merchandisinit  ? 
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COMMENTS 

ON 

Present  Value  and  Proposed  Changes 

OF  THE 

U.  S.  POSTAL  SAVINGS  SYSTEM 

By  A.  E.  ADAMS 


OUR  Postal  Savings  System  has  been  operating  more  tban  ten 
years.    It  has  had  as  high  as  13,041  stations  open  for  busi- 
ness (in  November,  1913)  and  now  has  in  round  numbers 
only  6.000  and  many  of  Ui«fie  are  inacUve. 

The  deposits  through  these  6,000  stations  amount  to,  roughly, 
$150,000,000.  This  sum  is  less  than  1%  of  the  savings  deposits 
held  by  the  privately  controlled  financial  institutions  of  the  country. 
That  is,  it  is  a  sum  so  small  in  proportion  to  the  business  as  a  whole 
tbat,  for  praetical  purposes,  the  Postal  Savings  System  does  not 
eibt 

Because  of  this  fact  the  recent  recommendation  of  Postmaster 
General  Hays  with  respect  to  the  system  is,  in  effect,  a  proposal  to 
create  such  banks  anew;  and  the  question  raised  by  the  recom- 
mendations is  rather  more  a  question  as  to  having  any  such  banks 
at  all  than  a  question  as  to  tbe  details  of  the  recommendations 
themselves. 

To  put  it  another  way,  if  the  Postal  System  is  to  be  rehablU- 
tated,  they  are  in  effect  to  be  created.  And  pretty  much  everything 
tiiat  can  be  said  either  for  or  against  measures  aimed  to  rehabilitate 
them  eui  be  said  with  almost  equal  force  about  having  them  at  all. 

Specifically,  Mr.  Hays'  recommendations  are:  To  inerease  the 
interest  rate;  to  liberalize  both  the  method  of  computing  int«reBt 
and  the  rules  governing  withdrawals;  to  pay  postmasters  fees  f«r 
building  up  the  business;  and  carry  on  thrift  propaganda. 

The  Haya'  plan  Is,  in  brief,  to  convert  the  United  States  Postal 
Savings  System  into  a  Government  Savings  Bank.  Mr.  Hays  even 
goes  to  the  extent  of  saying  that  "The  Govamment  la  in  the  bank- 
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ing  business."  (Report,  1921,  p.  84),  but  I  beliere  Ws  statement  to 
be  inaccurate. 

I  shall  not  give  much  space  to  the  details  of  these  recom- 
mendations. If  it  can  be  shown,  as  I  myselfi  confidently  believe  it 
can,  that  the  evils  inherent  in  the  Postal  System  outweigh  the  good 
It  can  be  espeeted  to  do,  then  both  the  postal  system  and  the 
proposed  branch  banking  system  are  objeetioaable,  and  if  postal 
«.re  objectionable,  then  all  measures  i^ed  to  oreate  or  vitalise 
them  are  also  objectionable.  So  I  shall  proceed  directly  with  the 
main  question. 

In  dealing  with  this  question  the  natural  order  is  to  take  up 
first  the  principal  arguments  for  postal  banks  as  advanced  by  postal 
twak  advocates;  and  then,  having  discussed  those  argaments,  to  set 
forth  the  principal  objections. 

The  principal  arguments  for  a  Postal  Savings  Bank  organized 
with  50,000  branches,  are: 

First,  That  Postal  Banks  will  draw  a  large  volume  of  hoarded 
money  out  of  hiding; 

Second,  That  they  will  provide  banking  faeiliUes  for  eom^ 
munities  not  now  properly  served; 

Third,  That  there  is  a  public  need  for  hoarded  currency; 

Fourth,  That  they  will  stimulate  saving  generally;  and 

Fifth,  That  they  will  accommodate  the  foreigner  accustomed 
to  postal  savintti  banks  in  his  own  country. 

Argument  I. — As  to  Amount  of  Hoacded  GamBtcy. 

There  axe  no  facts  upon  which  to  base  safe  estimate  of  the 
amount  of  hoarded  money  in  this  country.  The  difference  between 
what  we  know  to  be  In  the  country  and  what  we  know  to  be  In  the 
hands  of  the  banks  and  the  government  is  roughly  three  and  one- 
fourth  billions,  or  say,  $30.00  for  each  man,  woman  and  child  In 
the  country.  What  part  of  this  amount  is  hoarded  no  one  knows. 
Mr.  Hays  has  said: 

*'Mr.  Eng«ae  Meyer,  Jr.,  who  has  given  the  matter  wamt 
thought,  fixes  it  at  two  or  three  billion  dollars." 

As  we  all  know,  Mr.  Meyer  was  formerly  Advisor  to  the  United 
States  Senate  Committee  on  Reconstruction  and  Production  and  is 
now  Director  of  the  War  Finance  Corporation.  Whether  these  facts 
entitle  Mr.  Meyer  to  be  regarded  as  an  authority  on  boarding  or  not, 
this  estimate  Is  obviously  wide  of  the  marlc.  TtaA  from  60  to  90 
per  centum  of  the  money  in  the  hands  of  the  people  of  this  country 
is  "hoarded"  is  an  estimate  so  self-evidently  preposterous  that  It 
need  not  be  discussed. 

In  another  comfmunication  Mr.  Hays  says:  "But  there  is  a 
tremendous  hoarded  wealth  In  the  country,  estimated  by  many  well 
informed  at  a  billion  doUars."  Just  how  anyone  can  be  "wdl 
informed"  on  a  subject  of  this  kind  Is  not  dear.    Probably  the 
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people  best  qnaUfled  to  guess  about  it  are  the  officers  of  the  small 
and  moderate  sised  banks  who  know  thdr  oonttnunitles  in  a  per- 
sonal way.   I  doubt  if  any  such  officers  would  guess  the  volvaie  of 

hoarded  money  at  anything  like  a  billion  dollars. 

Vice-President  Knox  of  the  Bowery  Savings  Bank  in  New  York 
City  has  rather  reluctanUy  guessed  that  it  might  be  as  much  as  a 
half  bllUon.  U  I.  myself,  were  to  guess  I  would  put  it  at  a  lower 
figure  than  even  this.  In  the  more  than  26  years  that  I  have  been 
in  the  banking  business,  I  have  not  known  a  dosen  authentic  cases 
of  hoarding  and  in  no  one  of  these  cases  has  the  amount  Inv^ved 
equalled  $2,000.  This  may  be  an  exceptional  experience.  I  do  not 
offer  it  as  a  basis  for  making  estimates. 

In  this  connection  it  Is  to  be  remembered  that  people  naturally 
color  and  exaggerate  reports  of  matters  concerning  which  no  exact 
information  is  to  be  had.  If  an  old  man  Is  found  murdered  In  his 
lonely  house,  it  makes  a  much  better  story  to  report  that  he  had 
several  thousand  dollars  hidden  behind  a  loose  brick  in  the  chimney 
which  the  murderers  failed  to  discover  than  to  tell  the  exact  truth, 
which  may  have  been  that  he  had  a  few  hundred  so  hidden.  And 
It  Is  a  simple  matter  for  this  story  to  gather  up  several  thousand 
more  dollars  every  time  It  Is  re-told.  People  like  the  flavor  of  large 
figures. 

Will  Government  Banks  Overcome  the  Cause  of  Hoarding? 

But  of  course  there  is  some  hoarding.   For  whatever  th«re  is 
there  are  three  reasons: 

First,  defective  mentality; 
Second,  illicit  transactions;  and 
Third,  timidity  with  MB^eet  to  banks. 

Postal  Banks  are  no  antidote  for  either  first  or  second.  The 
man  who  is  crazy  on  the  subject  of  money  and  gets  his  sole  pleasure 
from  handUng  it  wUl  keep  what  he  has  and  continue  to  handle  It 
no  matter  how  many  banks  the  Government  starts,  while  the  man 
who  carries  his  capital  in  his  own  pocket  because  he  is  afraid  to 
leave  traces  of  his  transactions  on  the  books  of  banks  wiU  also  go 
his  accustomed  way.  no  matter  how  many  banks  the  government 
starts. 

The  hoarding  of  those  who  fear  the  banks  is  another  matter, 
and  there  should  be  Uttle  doubt  as  to  the  power  of  a  government 
bank  to  bring  out  some  hoardings  of  this  kind.  Presumably,  the 
United  States  Postal  System  has  already  brought  out  pretty  much 
all  it  ever  can  but  for  the  sake  of  the  argument  we  wlU  aibnit  that  if 
re-vitalized  it  can  bring  out  more.  Then  the  auestlon  *»--«^J' 
bring  out  enough  more  to  make  the  operation  worth  while?  This 
Is  a  difficult  question  to  answer. 

We  know  nether  the  sise  of  the  group  which  fears  banks  nor 
the  amount  of  its  hoaxing.  The  <mly  due  we  have  as  to  the  die 
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of  this  group  is  to  be  found  in  the  record  of  those  events  which  are 
the  underlying  causes  o£  their  fear,  namely,  the  record  of  bank 
failures.  It  will  not  throw  much  light  on  the  qnestion  of  how  ex- 
tenalTely  money  ia  hoarded  tbrough  ISwr  to  abow  in  terma  of  bank 
failures  Just  how  great  tliia  cause  of  fear  aotually  is,  but  it  will 
throw  s<Hne  light. 

Safety  of  Bank  Deposits 

Since  the  strengthening  influence  of  the  Federal  Reserve 
Banks  has  been  felt  national  bank  failures  have  been  at  the  rate  of, 
roughlyt  17/1000  of  1%  of  the  total  deposits  of  all  such  banks, 
each  yeur. 

In  the  year  1920  the  deposits  of  the  national  banks  which 
failed  were  a  little  greater  than  this;  they  equalled  20/1000  oC 
one  per  cent  of  the  deposits  of  all  such  banks. 

Prior  to  the  organization  of  the  Federal  Keserre  System  bank 
failures  were  more  numeroiui*  But  as  we  bare  not  eren  yet 
eoQ^erienced  the  full  foree  of  tbe  strengthening  influence  of  thes>) 
banks  it  will  not  be  far  amiss  to  take  the  year  1920  as  a  basis  from 

which  to  figure.  It  is  true,  of  course,  that  1920  came  at  the  tag 
end  of  a  period  of  unprecedented  expansion  and  prosperity  and 
there  will  be  more  failures  in  some  other  years.  But  we  are  trying 
to  deal  now  with  the  average  rather  than  with  any  specific  year,  and 
we  are  justified  in  assuming  that  whatever  part  of  the  good  show* 
ing  made  in  1920  is  due  to  the  portion  of  that  year  in  the  cyde  of 
business  movements  will  be  offHsiet  by  the  increased  strength  of  the 
general  banking  situation  which  is  certain  to  result  from  the  con- 
tinuing support  and  influence  of  the  Federal  Reserve  Banks.  The 
showing  made  in  1919  was  much  better  than  that  of  1920. 

Taking  then  this  20/1000  or  1/60  of  one  per  cent  as  a  basis 
for  our  calculation,  we  come  upon  some  interesting  figures: 

Since  the  inception  of  the  national  banks  594  such  banks  have 
failed  and  564  of  these  594  have  been  liquidated.  The  depositors 
of  the  564  banks  which  have  been  liquidated  have  received,  on  an 
average,  83^  per  cent  of  their  claims.  That  is  to  si^»  they  have 
lost  16%  per  cent  of  the  Bu^neys  they  had  on  deposit  when  these 
banks  failed. 

These  figures  cover  a  period  of  nearly  sixty  years,  a  period 
during  which  the  country  passed  through  two  exceedingly  severe 
panics  and  several  -acute  but  short-lived  panics,  a  period  during 
which  there  were  no  Federal  BMcrve  Banks  and  no  provisions  for 
automatic  expulsion  and  contnustion  of  currency.  If  during  such 
a  period  national  banks  which  have  failed  could  be  liquidated  with 
a  loss  of  only  16i^  per  cent  to  depositors,  it  is  reasonable  to  assume 
that  in  the  future  such  banks  can  be  liquidated  at  an  equally  low 
or  perhaps  even  lower  percentage  of  loss. 

If«  then,  national  banks  are  to  fail  at  the  rate  of  1/50  of  one 
pmeent  a  year»  speaking  in  terms  of  deposits,  and  the  depMitors 
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in  the  failed  banks  are  to  lose  on  an  average  of  16^  per  eeat  of 

their  deposits  there  will  be  an  annual  loss  to  depositors  in  these 
banks  equal  to  33/10,000  of  one  percent  of  their  deposits. 

For  Incorporated  banks  other  than  national  banks  we  have 
no  such  complete  figures;  but  such  figures  as  I  have  been  able  to 

obtain  indicate  that  in  the  two  classes  of  banks  combined  bank 

depositors  are  losing  annually  through  bank  failures  a  sum  equal  to 
something  less  than  five  one-thousandths  (or  1/200)  of  one  per  cent 
of  their  deposits! 

These  figures,  it  is  true,  do  not  square  witb  popular  impression. 

But  popular  impression  is  doubtless  based  more  upon  gossip  than 
fact.  Whenever  a  bank  closes  there  is  a  good  deal  of  stir  and 
excited  talk.  Also  there  are  scare  headlines  in  the  local  papers  and 
wide-spread  publicity  by  newspapers  generally.  Besides  this  there 
are  many  failures  of  brokers,  foreign  exchange  agents,  investment 
houses,  mortgage  companies  and  the  like  i^iieh  are  commonly 
reported  as  "bank'*  failures.  And  there  is  also  the  fact  that  tbe 
individual  who  is  caught  in  a  bank  suspension  will  inevitably  re- 
member  that  fact  all  his  life  and  talk  about  it  a  good  deal  even 
though  he  may  receive  one  hundred  cents  on  the  dollar  for  his 
deposit. 

It  is  not  remarkable  if  the  public  has  a  false  eonceptira  of  the 
matter.  Indeed,  it  is  probable  that  these  figures  will  astonish  some 
of  the  members  of  the  American  Bankers  Association.  They  sur- 
prised me  so  much  that  I  had  to  go  over  the  calculation  several 
times  before  I  could  feel  satisfied  that  it  was  correct.  Even  if  there 
is  error,  it  cannot  be  enough  larger  to  affect  the  general  result. 
We  can  multU»ly  this  1/200  of  one  per  cent  several  times  and  stIU 
make  the  point  that  depostt  losses  mre  almost  negligibie  and  ttni 
bank  deposits  In  America  are  about  the  safest  investment  on  earth. 

If  the  Government  operated  all  of  the  banks  in  the  country 
and  guaranteed  all  of  the  deposits,  this  annual  loss  of  1/200  of  1% 
would  be  done  away  with;  bot  who  is  time  who  doea  not  know  ttftt 
under  goverameotal  operation  Umre  woald  be  wastek  wimammsfh^ 
ment  and  inefficiency  mough  to  take  several  hmidred  times  tUm 
amount  out  of  the  public  pocket,  and  inconvenience,  annoyance 
and  bad  service  enough  to  take  a  corresponding  slice  out  of  Uie 
bank  patron's  disposition? 

From  theaie  figures  but  one  eonidtiitfon  can  be  drawn,  namely^ 
that  if  much  distrust  of  banks  is  abroad  in  this  country  it  is  due 

to  misapprehension  rather  than  to  actual  losses.  And  this  conclu- 
sion leads,  at  least  inferentially,  to  another,  namely,  that  the  extent 
to  which  people  distrust  banks  is  over-estimated.  People  do  not 
naturally  wish  to  distrust  banks.  They  naturally  wish  to  trust  tbwi. 

If  the  actual  reasons  for  distrust  are  negligible,  it  is  a  fair 

assumption  that  the  extent  of  the  distrust  is  not  particularly  great. 
Incidentally,  this  conclusion  checks  with  my  personal  experience. 
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I  have  heard  from  time  to  time  of  many  pec^e  who  distrusted 
banks  as  such;  but  I  have  never  knowingly  come  face  to  face  with 

one.    But,  again,  this  may  be  an  exceptional  experience. 

In  any  case,  these  facts  with  respect  to  the  soundness  of  banks 
generally  are  evidence,  though  indirect,  that  the  group  of  people 
who  hOMd  tram  fear  ct  boiaJcs  is  smaller  tbaa  is  gwerally  siq^P^^sed; 
and  this  is  the  point  I  am  trying  to  make. 

Sboold  tbe  United  States  Bnconrage  Distrust  of  Banks? 
Though  something      a  digresidon  it  may  not  be  amiss  here 
to  remark  that  the  proper  thing  for  the  govemm^t  to  do  If  it 

wishes  to  dispel  this  supposed  distrust  of  banks  is  not  to  tacitly 
admit  that  there  is  ground  for  it  by  itself  entering  the  bankinig 
business,  but  rather  to  show  by  its  own  attitude  and  by  the  laws  it 
4macts  that  it  itself  knows  that  there  is  no  ground  for  it. 

Or*  if  it  is  really  very  much  concerned,  it  can  go  farther  even 
than  this.  It  can  undertake  a  campaign  of  education  in  which  it 
can  set  forth  the  facts  which  are  here  given  and  make  known  to 
the  entire  people  the  exact  measure  of  risk  or  lack  of  risk  Involved 
in  using  the  banks  now  organized  and  it  can  conduct  such  a  cam- 
paign as  this  at  very  much  less  expense  to  the  general  public  than 
would  certainly  be  involved  in  any  banking  venture  of  its  own. 

The  United  States  has  the  best  banking  system  in  the  world 
and  the  si^eet  banks.  It  should  be  the  pleasure,  as  well  as  the 
duty,  of  every' government  official  whose  work  brings  him  In  con- 
tact with  these  Institutions  to  do  everything  in  his  power  to  make 
known  the  fact  of  their  soundness  and  dissipate  unwarranted  sus- 
picions concerning  them. 

Next  there  comes  the  natural  question  already  alluded  to: 
Why,  if  there  has  been  anything  like  as  much  hoarding  as  is 
claimed,  has  the  United  States  postal  system  not  already  drawn  the 
hoarded  moneys  out  of  hiding?  Surely  in  the  ten  yeara  th€y  have 
been  operating,  there  has  been  time  enough  and  opportunity  enough. 

The  man  who  hoards  money  risks  his  life  as  well  as  his  money. 
Is  it  to  be  presumed  that  he  would  rather  suffer  this  risk  and  get 
no  interest  than  be  free  of  it  and  get  2  %  ?  Such  a  presumption  is 
ridiculous.  No  one  but  a  mental  defective  would  take  the  risk  of 
being  robbed  and  killed  when  he  could  relieve  himself  of  this  risk 
by  depositing  in  a  goveram^t  bank*  even  If  the  gcnremm^t 
bank  paid  no  interest  at  all. 

It  Is  a  perfectly  safe  prophecy  that  merely  increasing  the  rate 
of  interest  paid  by  Postal  Savings  Banks  from  2%  to  3%  as  Mr. 
Hays  proposes,  will  not  result  in  drawing  so  much  as  one  nickel  out 
of  hiding. 

This  whole  phase  of  the  subject  of  hoarding  then  may  be 
summed  up  to  this:  It  is  almost  certain  that  the  amount  of  money 
hoarded  la  mueh  lew  than  is  generally  siqnposed,  and  It  is  abso- 
InttAj  certain  that  the  guesses  of  the  postal  bank  advocates  with 
respect  to  it  are  very  wide  of  the  mark. 

S 


Does  Urn  FabUe  HMA  the  BmiM  Wealth? 

But  there  is  another  phase.  Postal  bank  advocates  always 
assume  that  great  pttblic  bweflts  must  necessarily  follow  drawing 
money  out  of  hiding.   But  Is  this  true? 

There  is  certainly  no  shortage  of  actual  circulating  money  and 
so  long  as  the  Federal  Reserve  Banks  continue  to  be  handled  as 
well  as  they  have  in  the  past  there  will  continue  to  be  none.  The 
actual  fact  is  that  even  if  Mr.  Hays'  estimate  of  a  billion  hoarded 
dollars  wwe  sound  and  a  substantial  part  of  this  billion  dollars 
could  be  brought  Into  circulation  In  the  course  of  a  few  years,  the 
benefit  to  the  country  as  a  whole  would  be  negligible.  It  Is  worthr 
less  to  the  public  as  a  basis  of  credit  or  more  circulation.  The 
only  people  who  would  be  benefitted  appreciably  would  be  the 
hoarders  themselves. 

So  our  final  erniMkm  with  tegagd  to  hoarding  to  this;  There 
are  no  facts  to  warrant  etther  (1)  the  mamasptkm  that  the  postal 
system  will  draw  large  sums  from  hiding  or  (2)  <he  assmnptlon 
that  the  sums  which  they  do  draw  will  bring  any  jgre^  benefits  to 
the  citiaenship  as  a  whole.  ' 

ARGUMENT  IL— Weed  tor  Move  Banks 

The  seeond  argament  for  the  Postia  Banks  is  that  they  will 
provide  banking  ffteilitiee  for  many  people  n<yt  now  lUde  to  patronise 
existing  banks.   This  vras  the  argument  which  even  more  than  the 

hoarding  argument  swayed  popular  opinion  b^re  the  postal  system 
was  first  inaugurated.  Its  advocates  of  that  time  drew  startling 
pictures  of  great  areas  of  our  country  unserved  by  savings  institu- 
tions. 

I  recall  hearing  a  government  omdal  in  high  plaee»  a  gmtie- 
man  whose  sincerity  could  not  be  questionedt  state  in  the  course 

of  a  public  speech  that  Ohio,  my  own  home  State,  had  but  three 
savings  banks.  And  the  tragic  part  of  it  was  that  he  himself 
believed  it  and  was  able  to  prove  it  to  the  satisfaction  of  most  of 
his  audienee.  At  the  time  that  speech  was  made  there  were  in 
Ohio  more  than  one  ihowsand  banks  whom  savings  deposit  windows 
were  open  every  buidness  day  in  the  year»  not  to  mention  sevmU 
hundred  building  and  loan  companies. 

The  pictures  being  drawn  by  present  day  Postal  Bank  advocates 
are  little  if  any  less  startling.  In  a  recent  issue  of  "Current 
Opinion/'  Mr.  Bugene  Meyer^  Jr.,  whom  I  have  already  auotedt 
makes  use  of  the  fcAowing  language: 

"It  is  no  reflection  upon  the  private  savings  banks,  either  the 
mutual  companies  or  the  stock  companies,  to  say  that  their  facilities 
are  inadeauate  to  the  great  needs  of  the  hour." 

To  anyone  at  all  ftwnillar  with  the  eomplet^ess  with  which 
this  country  is  supptted  with  banking  fadlittes,  maA  statements  mm 


thfiM  an  tpwcplicabte.  They  hare  their  rise  no  doubt  in  the  incom- 
plete and  mialMdlng  figures  with  respect  to  savings  banking  which 
are  to  be  found  in  the  reports  of  the  Comptroller  of  the  Ourrency. 
Indeed,  I  know  that  in  the  case  of  the  government  ofEicial  first 
mentioned  the  figures  quoted  were  taken  from  these  reports;  and, 
sadly  enough,  they  were  taken  correctly! 

The  fact  with  respect  to  these  reports  is  that  they  were  not  In 
the  first  Instance  aimed  to  cover  much  of  anything  ^ept  the  opera^ 
tlons  of  the  national  banks.  Other  bank  statistics  have  crept  into 
them,  but  they  have  never  either  given  complete  figures  with  respect 
to  savings  or  explained  fully  the  figures  they  have  given. 

In  earlier  years  these  reports  recognized  no  savings  institutions 
of  any  kind  eaccept  mutual  wd  joint  stodc  banks:  and  of  banks  of 
these  kinds  there  are  v^  few  aajrwhere  in  the  United  States  except 
in  the  Eastern  and  New  England  states.   As  upwards  of  two-thtrds 

of  the  savings  deposits  of  the  country  are  held  by  banking  institu- 
tions of  types  other  than  these,  it  is  not  strange  that  many  people 
have  been  misled  as  to  the  extent  of  the  savings  of  the  country  by 
these  Comptrollers'  reports.  And,  unfortunately,  these  reports  are 
the  only  official  documents  In  general  dreulation  which  deal  at  any 
length  with  this  matter* 

flttVings  Banks  Total  30,000,  Not  1,700 

I  myself  am  sattefled  that,  if  the  legislators  who  in  tibe  flrat 
instance  were  responsible  for  the  Postal  System,  had  known  the 
actual  facts  with  respect  to  the  savings  facilities  of  the  country, 
there  never  would  have  been  any  such  banks;  for,  I  have  said,  it 
was  the  argument  that  there  is  a  dearth  of  such  facilities  which 
more  than  any  other  brought  these  banks  into  eztotence.  Further* 
more,  it  probably  la  Uds  argument  more  than  any  other  which.  If 
any,  win  convince  Congress  now  that  Mr.  Hays'  recommendaitions 
should  be  translated  into  law. 

What,  then,  are  the  facts? 

There  are  31,000  banks  in  the  United  States.  (I  am  here,  as 
elsewhere  in  this  discussion,  of  course,  including  trust  companies 
wheneyer  I  use  the  word  "banks"  in  a  generic  sense). 

Savings  deposits  are  accepted  by  probably  30,000  of  these 
31,000  banks.  Outside  of  certain  banks  in  a  few  large  cities,  banks 
of  any  kind  which  do  not  accept  such  deposits  are  riure.  As  some 
banks  which  handle  both  commercial  and  sayings  accounts  do  not 
daesify  their  deposits  it  is  not  possible  to  tell  exactly  what  the 
total  savings  deposits  of  these  banks  are,  but  enough  figures  are 
available  to  make  it  safe  to  say  that  they  amount  to  more  than 
$15,000,000,000.  This  figure,  of  course,  includes  savings  deposited 
on  certificates  as  well  as  those  deposited  on  pass  books* 

In  this  connection  it  is  Intwesting  to  note  that  the  Report  of 
the  Comptroller  of  Currency,  1920,  Vol.  1,  page  242,  shows  that 
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banks  which  the  report  lists  as  savings  banks,  namely,  the  mutual 
and  stock  savings  banks,  have  deposits  of  roughly  $6,500,000,000, 
and  that  there  are,  roughly,  1,700  of  these  banks  in  the  United 
States.  There  is  quite  a  wide  difference  between  1,700  banks  and 
30,000,  and  there  Is  «ulte  a  wide  difference  between  ^6,500,000,000 
of  savings  deposits  there  reported  and  the  more  than  $15,000,000** 
000.  of  such  deposits  known  to  eidst. 

In  addition  to  these  30,000  (approximately)  banks  which  take 
savings  deposits  there  are  in  the  country  nearly  8,000  building  and 
loan  companies.  These  companies  take  nothing  but  savings  and  are 
now  holding  upwards  of  12,500,000,000  of  snch  deposits. 

Thus  we  have,  all  told,  say  38,000  financial  institutions  receiv- 
ing savings  deposits;  and  holding  not  less  than  $17,500,000,000.  of 
such  deposits  and  perhaps  considerably  more. 

This  means: 

(1)  There  is  one  savings  institntian  in  this  country  for  about 
every  8,000  pMplOi  and 

( 2 )  there  are  savings  deposits  in  this  country  equaling 
rouglily  $175.00  for  every  man,  wcmuin  avid  child  in  ^the  population. 

THBBIB  IB  NO  PARAIiLEL  FOB  CTBSB  FHIDBBS  AlflT- 
WHHRB  BLSB  DT  TBB  WOBIiD.    The  highest  savings  deposit 

per  inhabitant  reported  by  any  other  country  is  reported  by  New 
Zealand  which  has  about  $150.00  per  inhabitant.  Germany  reports 
savings  deposits  of  abo.ut  175.00  per  inhabitant,  and  France  about 
$23.00. 

It  is  difficult  to  understand  how,  in  the  face  of  these  figures 
and  facts  any  one  can  claim  tliat  we  are  short  of  savings  facilities. 

Distribution  of  Itoilring  Facilities 

But  it  may  be  argued  that  while  we  have  enough  of  such  facil- 
ties  in  the  aggregate,  the  banks  are  so  badly  distributed  that,  in 
the  language  o£  Mr*  Meyer,  "There  are  thousands  of  places  witliout 
banks  of  any  kind.*' 

From  a  theoretical  point  of  view  an  argument  of  this  kind 
would  seem  to  be  illogical,  for  banks  automatically  distribute  them- 
setres  largely  according  to  need.  There  is  never  a  time  when  a 
community,  of  any  tdse,  needing  a  bank  cannot  get  one.  But  this, 
too,  is  theory. 

What  are  the  facts?  The  most  significant  figures  we  can 
obtain  will  be  those  which  relate  to  sparsely  settled  districts,  for 
everyime  knows  that  the  large  cities  haye  at  least  as  many  banks 
as  they  need  and  that  there  is  hardly  a  emtv  of  population  of  any 
considerable  sise  anywhere  in  the  country  without  a  bank.  Here 
are  some  figures  which  bear  upon  this  phase  of  the  matter: 
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The  15  most  sprasely  settled  states  in  this  country  have  a 
population  of,  roughly,  14,500,000  and  they  have,  roughly,  7,500 
banks  with  total  deposits  of  nearly  $3,500,000,000.  Also  they  con- 
tain eleven  eitieB  whose  population  exceeds  one  hundred  thousand 
eac^  Taking  out  tlie  poi^nlation,  banks  and  bank  deposits  of  these 
elefren  dttes,  we  come  mNm  the  following  foeto:  These  15  most 
sparsely  settled  states  have  a  population  outside  of  their  large  cities 
of,  roughly,  12,500,000  people;  bank  deposits  of  more  than  $2,500,- 
000,000  or  $200.00  per  capita;  and  in  number,  roughly.  7,200  banks 
or  one  bank  for  every  1,700  persons.  There  is  in  the  United  States 
one  bank  for  every  3,500  people. 

In  ottier  wmds,  theee(  most  iqpandy  setlted  araaa  have  twiee 
as  numy  hanks  in  proportton  to  their  population,  aa  has  itlie  oonntry 

as  a  whole. 

Again,  the  Postal  Savings  deposits  in  these  areas  are  equal  to 
about  sixty  cents  for  each  inhabitant,  as  against  an  arerage  of  one- 
btmdred  and  fifty  cents  per  pwson  In  tbe  country  as  a  wbole.  Postal 
savings  deposit  are  only  3/10  of  one  per  cent  of  tbe  amount  of  the 
bulk  deposits  held  in  these  areas,  as  against  4/10  of  one  per  cent 
for  the  entire  country.  And  this  also  if  it  indicates  anything, 
indicates  that  in  proportion  to  their  needs  these  frontier  and  rural 
areas  are  particularly  well  supplied  with  bajiks. 

I  do  not  know  what  more  can  be  said  about  the  matter  of 
distribution.   I  do  not  see  how,  in  the  face  of  these  facts,  it  is  any 

more  possible  to  maintain  the  claim  that  the  distribution  of,  bank- 
ing facilities  is  bad  than  it  is  to  maintain  the  claim  that  the  aggre- 
gate o£  such  facilities  is  insufficient. 

AEtOUMENT  .jn.— Post  Office  Stauulatiou  of  Saving? 

With  respect  to  the  third  point  being  made  by  the  Postal  Bank 
advocates,  namely,  that  such  a  bank  will  stimulate  saving,  we  are 
likely  to  conclude  that  in  whatever  extent  it  does  do  this  it  will  do 
it  at  the  expense  of  the  stimulation  to  saving  now  being  effected  by 
the  other  saving  instttult&ons  the  coiiDi^;  for  it  as  I  think  I  have 
shovmi.  Postal  Savings  business  can  be  built  up  in  a  large  way  only  at 
the  expense  of  the  business  of  other  savings  institutions,  then  the  end 
of  the  matter  will  be  that  the  constant  stream  of  virile  advertising 
now  flowing  from  the  other  banks  will  diminish, 

* 

Today,  hundreds  of  the  ablest  advertising  men  in  the  country 
are  in  the  employ  of  banks.  There  is  a  steady  flow  of  advertising  of 
which  a  large  part  is  "thrift"  advertising  pure  and  simple,  which 
covers  every  part  of  the  country  every  day  in  the  year. 

Thwo  is  no  subject  before  the  American  people  that  is  b^ng 
more  pefsistently  hammered  at  thwn  that  of  thrift  There  is  no 
article  of  trade  handled  in  the  whole  world,  to  the  advertising  of 

which  so  much  skill  and  printer's  ink  are  devoted. 
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The  re-ereation  <MC  the  Postal  Bank  might*  and  probably  would, 
for  the  moment  increase  the  amsount  of  this  thrift  propaganda,  but 

it  cannot  be  expected  to  do  so  permanently,  for  the  banks  which 
now  carry  on  this  propaganda  would  diminish  their  efforts  in  pro- 
portion as  they  realized  that  the  government  was  talung  over  their 
job. 

While  It  is  not  enctly  germane,  I  wish  here  to  esqpress  the 
opinion  that  the  government  of  the  United  States  will  never  be 

able  to  carry  on  and  continue  a  thrift  campaign  equal  in  effective- 
ness to  that  which  is  now  being  carried  on  by  the  privately  con- 
trolled banks.  The  keen  competitions  between  these  banks — and 
if  thwe  is  anyone  who  thinks  it  is  not  keen  he  can  set  himself  right 
In  about  five  minutes  by  running  one — ia  a  constant  iq^ur.  And, 
generally  lo^eaklng*  the  men  who  run  them  put  the  best  there  Is  In 
them  into  the  business. 

The  Govermuent  jof  the  United  States  can  jnever  jhire  the  kind 
'of  spirit  that  is  now  behind  the  thrift  prapaganda  eondnrted  1^  the 

The  Government  of  the  United  States  can  never  alone  do  as 

nmch  to  stimulate  saving  as  is  now  being  done. 

And  what  Is  eqnaUy  imqpcHrtMity  whatever  It  does  In  this  Una 
wfll  tettict  mitavorably  npcn  all  <Mr  the  privatoiy  loontfoHed  banks  of 
tte  coontry,— win  in  faet  discredit  Hiem. 

The  Government  is  an  absolutely  safe  depository.  This  being 
the  only  particular  in  which  it  can  hope  to  excel  such  banks,  this 
will  be  the  feature  it  will  be  obliged  to  atrees  if  it  is  to  do  any 
effeetit^e  advertising. 

The  post  office  department  would  not  tell  ihe  public  that  It 
cannot  now  and  can  never  furnish  to  its  i>atrons  the  personal  service 
and  the  community  service,  or  the  eostly  facilities  *whieh  savings 
banks  now  provide  the  public 

lit  takes  no  seer  to  visualise  (he  reaction  c«rtaln  to  toUow  the 

emphasizing  of  this  fMtare.  The  effect  will  be  to  strengthen  the  be- 
lief, already  much  stronger  than  the  facts  justify, — that  privately!  con- 
trolled banks  are  not  as  safe  as  they  should  be.  It  may  be  argued, 
and  perhaps  will  be,  that  the  government  can  conduct  an  effective 
sdvertising  campaign  without  stressing  this  feature,  but  I  myself  am 
flmdy  ewvinced  that  it  can  do  nothing  of  the  kind,  even  indeed  that 
It  cannot  do  any  advertising  ef  any  kind  without  Inf wentlally  tdllng 
the  pi^c  that  it  has  entered  the  banking  IMd  because  the  privately 
OMitfolled  banks  are  not  aerving  the  public  as  safely!  or  satisfactorily 
as  they  should. 

The  fact  i8»  that,  once  having  entered  the  banking  field,  there  is 
nothing  the  govemmrat  otn  do  to  increase  the  volume  of  business  it 
handhMh-no  matter  how  careCoHy  it  bm^  do  tfc— 4hat  will  fall  to  react 
to  the  discredtt  <tf  othw  banks*  and  thte  rule  agplles  not  only  to 
advertising  but  to  everything  else.  The  mere  entry  <tf  the  goverammt 
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into  the  business  is  itselfi  a  loud  announcement  that  there  iM  need  for 
government  intervention,  that  there  is  something  wrong  or  eomething 
lacking  in  the  privately  controlled  banks;  and  every  step  taken  to 
enlarge  the  government  field  of  activity  constitutes  re-affirmation 
and  re-statement  of  this  announcement.  It  was  a  mistake  for  the 
gmmgwmmt  evw  to  enter  Hie  banUng  busiDeM  at  alL  If  the 
government  now  advwtises  for  more  hanking  huabiess  <»r  in  anyt  other 
way  attempts  to  increase  Its  activities  in  this  line  It  will  add  to  the 
discredit  which  its  entry  already  has  cast  upon  privately  controlled 
banks,  no  matter  how  carefully  it  may  word  its  advertisements  or 
pian  its  other  activities.  This  is  just  as  inevitable  as  that  the  sun 
rises. 

When  the  government  first  entered  the  banking  husiness,  it  to<* 

a  step  for  which  there  was  no  justification  and  no  reason.  Anything 
and  everything  that  it  now  or  hereafter  does  to  expand  its  activities 
will  add  to  the  wroog  thus  committed. 

ABGUMBNT  IV. — ^Postal  Banks  for  the  Foreign  Bovn* 

•Hie  fourth  point  in  the  pro-Postal  Bank  argument  calls  for  hwt 
little  comment.  There  is  no  ground  upon  which  to  base  the  assump' 
tlon  that  because  the  foreigner  is  accustomed  to  Postal  Banks  in  his 
own  country  we  are  under  obligation  to  supply  him  with  Postal  Sav- 
ings facilities  when  he  comes  here.  And  neither  is  there  ground  for 
the  assumptiim  ftaat  there  is  any  particular  advantage  likely  to  accrue 
either  to  him  or  ourselves  from  so  doiao^. 

The  foreigner  comes  to  America  of  his  own  free  will  and  for  his 
own  advantage;  and  more  irflten  than  not  he  staons  but  a  few  years. 

While  it  is,  of  course,  our  duty  to  treat  him  well,  it  would  seem 
rather  move  reasenable  for  vs  to  eoEpect  him  to  adapt  himself  to 
onr  institatioiis  than  for  him  to  expect  ns  tti  Mnpt  oar  instttntions 
to  him.  Yet  the  Government  meets  him  at  the  immigration  station 
with  the  request  for  him  to  patronise  ttie  Postal  Savings  System! 

Furthermore  it  is  the  ei^erimce  of  a  good  many  people  who  have 
had  dealings  with  tor^gners  that  the  foreigner  is  perfectly  willing 
to  patronize  American  hanking  institutiims  other  than  these  controlled 

by  the  government  if  he  is  given  reasonable  encouragement. 

Ijcss  than  one  per  cent  of  Um  total  savings  deposits  of  the 

foreign  bom  is  held  by  the  local  postal  savings  station  In  flie  city 
in  which  I  live,  a  city  of  whose  inhabitants  60  per  cent  are  foreign 
bom* 

The  bank  wMdi  I  represent  has  conducted  an  exdrndve  toireUpk 
department  for  twenty  years.   This  dqpurbnent  occupies  a  separate 

room,  built  and  equipped  for  the  purpose.  The  tellers  are  all  foreign 
born  and  speak  between  fifteen  and  twenty:  different  languages.  The 
business  handled  ie  exclusively  that  of  patroais  who  sp^k  no  or  very 
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IltaeXbgiltfL  Normally  the  bDsiness  of  this  depaxdnent  is  fkomtwett 
to  thirty  times  as  great  as  that  of  the  local  postal  savings  station,  and 

loath  as  I  am  to  admit  it  the  other  banks  in  the  city  do  some  business 

also! 

True,  we  all  pay  four  per  cent  against  the  postal  bank's  two  per 

cent,  but  if  there  were  much  of  any  foundation  for  the  theories  about 
this  matter  which  are  advanced  by  postal  bank  advocates,  this  differ- 
ence in  rate  could  not  alone  account  for  any  such  tremendous  difference 
in  volume  of  business  handled.  In  view  of  this  experience  I  myself 
cannot  take  mu^  stock  iu  the  theory  that  the  foreigner  either  needs 
or  praoUcaUy  wants  Foetal  Savings  BenkSt  maOx  less  in  the  theory, 
that  he  is  afraid  of  our  privately  cmitrolled  instttoiUona  Indeedt 
Judging  from  this  experience,  I  would  say  that  tite  foreigner  would 
rather  do  business  with  a  good  privately  owned  American  institution 
which  speaks  his  own  language  and  treats  him  with  consideration, 
than  to  do  business  with  the  goveciuuent  ev^  if  ttiere  were  no  great 
adivMitege  In  d<dng  mK 

Other  rwital  Aigiumapts  Ave  Tnwwsiifrrial 

In  addition  to  these  four  principal  arguments  for  Postal  Banln 
there  is  a  long  list  of  lesser  ones*  but  the  answers  to  these  four  are 
in  a  aenae  the  answeia  to  alL  K  (a)  much  less  nummy  is  hoarded 
than  is  claimed,  if  (b)  much  less  of  what  Is  hoarded  can  be  drawn 

from'  hiding  by  Postal  Banks  than  is  claimed,  if  (c)  there  is  no  lack 
of  saving  facilities  in  the  country,  if  (d)  our  privately  controlled  sav- 
ings institutions  are  safe,  if  (e)  no  ultimate  increase  in  the  effective- 
ness of  thrift  propaganda  is  to  be  expected  from  Postal  Savings  Banks, 
and  if  (f )  there  is  no  oUUgatiou  to  make  special  provision  for  the 
fmrdgner,  then  there  Is  UtQe  to  be  said  in  tarar  eC  Postal  Banlu^  and 
the  lessw  axgumsnts  do  not  mattar. 

Popular  Demand  for  Govewnment  Banks 

Now,  before  passing  to  the  objeeticns  to  Portal  Banks*  a  wwd 

as  to  the  attitude  d  the  public. 

Hie  pr(q>aganda  which  eventuated  in  the  establishment  of  the 
Postal  savings  system  isi  1910  was  started  in  oiKkial  <drcles  in  Wash- 
ington and  was  carried  on  largely-  by  the  newspapers  and  by  men  In 
public  life.   The  general  public  had  little,  if  anything,  to  do  with  it 

Not  one  person  in  a  hundred  either  knew  anything  about  su<dL 
banks  or  cared  whether  we  had  them  or  not.  Broadly  speaking,  the 
same  thing  is  true  today. 

There  is  no  popular  demand  for  re-creation  of  the  Postal  Sav- 
ings System.  People  generally  know  that  they  do  not  need  such 
bankp  and  are  taking  no  interest  in  the  discussion  of  them. 
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Seeing  in  them  neither  good  nor  harm  of  any  great  consequence, 
they  axe  willing  to  have  them  or  not  have  them  aa  the  caae  may  bdi 

The  favorahle  public  sentiment  which  was  manufactured  twelve 
years  ago  "did  not  last  over  night"  Neither  will  that  which  is  being 
manufactured  today. 

There  is  no  basis  fob  a  favorable  public  sentiment  eitheb  in 

THE  experience  OF  THE  NEEDS  OR  THE  WANTS  OF  THE  PEOPLE  AND  WHAT- 
EVER THERE  IS  OF  IT  WXUi  CfiASK  TO  fiXIfiX  TMiUHnTATPigy^v  ttte  fBOPA* 
QANDISXS  CKAAB  TO  IJOJBU 

Now  as  to  the  objections: 


QBJBCTION  I^-Competitioii  With.  SsMig  BMiks. 

It  is  freely  stated  by  Postal  Bank  advocates  that  most  of  the 
obtjeettons  come  from  bankers  end  that  they  are  tmsed  upon  the  fear 
that  the  Postal  Banks  wUl  interfere  with  their  business. 

There  is  no  doubt  that  if  put  on  a  ocuapetitlTe  basis  the  postal 
banks  would  very  seriously  interfere  with  the  business  of  other 
banks.  Moreover,  liie  practical  banto*  knows  that  a  Postal  Bank 
win  never  amount  to  anything  unless  it  is  put  on  a  competitive 
basis. 

There  may  be  a  few  bankers,  of  course,  who  having  accepted  the 
exaggerated  figures  of  Postal  Bank  advocates  with  respect  to  hoard- 
ing and  lack  of  banking  facilities,  and  who  think  that  in  some  far-ott" 
place  Postal  Banks  can  develop  business  without  drawing  on  existing 
banks.  But  each  of  these  bankers*  as  w^  as  all  othM%  kwnm  fhttt 
in  his  own  particular  dOfltriet  th^  esmiot 

Mr.  Hays  says:  "Postal  Savings  Banks  shall  not  compete  with 
other  savings  banks/'  and  it  evidently  is  his  opinion  that  Postal 
Banks  can  be  given  drawing  power  enough  to  develop  a  lai^e  busi- 
ness without  being  given  drawing  power  enough  to  compete  with 
other  banks.   I  am  of  the  opinion  that  in  this  Mr.  Hays  is  mistaken. 

The  Postal  Savings  Banks  will  either  be  attractive  enough  to 
draw  business  from  ottier  banks  or  they  will  be  so  unattractive  that 
they  will  not  draw  business  from  any  source.  There  is  no  middle 
ground.  Eiither  they  will  compete  or  else  they  will,  for  prac.tical 
purposes,  not  exist. 

It  is  true,  of  course,  that  up  to  a  certain  point  every  bank  added 
to  a  community  increases  the  sum  total  of  bank  deposits  in  that  com- 
munity. But  it  not  and  cannot  be  true  that  a  new  bank  com&ng 
in  can  build  up  any  large  business  without  drawing  from  others. 

The  extent  of  which  bank  deposits  can  be  created  out  of  thin  air 
is  limited. 
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Neither  is  it  true  that  any  bank — least  of  all  a  government  bank — 
can  be  so  nicely  regulated  as  to  attractiveness  that  it  will  get  just 
exactlyi  the  Bsommt  of  deposits  it  itselC  ci«ate%  and  no  mwa 

In  other  countries  which  have  operated  Postal  Savings  Banks, 
the  rule  is  that  these  govenun^t  banks  either  dominate  tlie  situa^ 
tion  completely  or  else  anomt  to*. very  little*  In  New  Zealand  tbe 
Postal  Savings  Banks  hold  appnndmately  90  per  eent  of  the  total 
savings  depoidts  of  the  country,  and  in  Sweden,  less  than  6  per  cent. 
Of  course,  there  are  exceptions  to  this  rule,  but  neverth^ess  it  is  the 
rule. 

The  Postal  Banks  either  compete  with  and  draw  business  Crom 
other  banks  or  else  they  are  a  negligible  a^z^tity.  Postal  Bank  advo- 
cates  may  camouflage  tMs  fact,  as  they  will,  but  it  is  and  alwairs 

will  continue  to  be  a  fact.  In  spite  of  this,  however,  the  popular 
idea  that  bankers  oppose  the  Postal  Banks  because  they  fear  com- 
petiti«m  has  little  foundation* 

The  banker  is  a  citizen  and  his  business  is  both  necessary  and 
useful.  He  has  invested  billions  of  dollars  in  this  business  and  has 
devoted  the  most  of  his  time  and  the  best  of  his  talents  to  its  up- 
building. He  is  wholly  justified  in  opposing  any  proposed  government 
program  that  is  calculated  to  injure  it,  if  he  knows  that  adoption  <rf 
that  i^pognmi  win  not  ben^  the  gmeral  puNie.  But  the  interesting 
part  of  the  nmttw  is  that  sudi  opposition  as  lie  is  now  <rffering  to  tihe 
Postal  Banks  is  not  based  upon  any  such  ground.  It  is  based  almost 
wholly  upon  the  ground  that  the  Postal  Bank  denotes  dangerous 
public  policy  and  symbolizes  an  evil  principle  which  if  generally 
applied  would  work  irreparable  injury  to  the  whole  country. 

It  is  this  objection  that  I  wish  particularly  to  stress,  for  to  my 
own  mind  it  is  more  serious  than  any  other  or,  for  that  matter, 
all  others.  But  to  preserve  the  natural  order  of  the  discussion  I 
must  first  mention  certain  other  objections  which  are  commonly 
offered. 

OBJBCTIXON  DL—Sesnlts  <rf  Go^vwnmenit  In  Bminess. 

The  govemmmt  cannot  run  any  kind  of  business  either  efBdently 
or  economically.  The  govetmiciift  <MPgairi«tk»  Is  a  POUTIGAIi 
QggshlwIJop.   U  never  by  any  magic  can  be  tnatfenedl  into  en 

efficient  BUSIXESS  organization. 

Tbe  experience  ot  the  last  few  years  is  tragic  with  i^mtf  that  this 
is  wnk  In  ataMBt  every  fixed  line  in  which  the  pivtemmeiit  hand  has 
carried  on,  waste  and  confusion  have  taken  toll. 

OBJBGTION  UL— Violates  Boles  of  Sound  Savings  ^^""g 

The  Postal  Savings  Banks  divert  credits  from  their  natural 
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They  will  take  from  gome  eommunltleB  potential  eayital  ivlileli 
they  need  and  give  to  o&en  potential  cai>ital  wMdi  th^  do  not  Mod* 

They  will  be  rigid. 

They  will  pay  too  high  a  rate  of  intereat  in  aome  diatrieta  and 
too  low  a  i«te  In  ofhenL 

Theyi,  in  time,  will  necessitate  investment  by  the  government  of 
manji  milUona  of  doUara  in  additional  equipment  and  also  employment 
by  Oie  government  <tf  many  thoiyMnda  of  additioDal  emi^toTMMit 

They  will  cost  the  people  d  the  country  either  in  the  taxes  paid 
or  in  inteiMt  not  paid,  an  enonnona  aom  ot  money  over  and  above 
what  the  i^rivat^  eontroltod  aavinga  taiatitiiaeoa  are  now  oeaUng: 

They  will  disturb  the  aaowlty  marketa  and  inereaae  the  burdena 

They  will  aerve  the  public  unsykopallietloallyt  ungracioualy  and 
unhelpfully. 

OmasxiaON  IV^— £ankli«  aa  Field  for  QoTenaMHtal  intiniaioii 

There  is  no  better  reason  for  governmental  intrusion  into  the 
banWng  buaineaa  tlian  for  govemmontai  iAtrutfUm  into  the  ateel  baal- 
ne88»  the  ootton  boaineM,  ttie  leather  boalnioa,  or  any  other. 

There  is  nothing  like  as  good  a  reason  for  governmental  operation 
of  banka  m  there  ia  for  govecunenlal  operation  of  xallroada  and 
ahipa--Cwo  thinga  it  already  haa  tried  and  wltb  disaatrona  feeoMa. 

The  aoundneas  of  theee  obiectionB  few  ubprejudieed  pecq^e  will 
oneation.  Alone  th^  are  xeaaon  eDom^  Cor  oppoaing  Ifr.  Bayi"  pg^ 
gram.  Bat  aa  I  mrmM  aee  the  matter,  the  other  la  much  more  Im- 
portant. 

OB0BCTION  y.~4>angerous  Public  Policy 

The  Postal  System  is  a  tangible  manlfeatation  of  that  tendency 
of  mind  whleh,  leading  first  to  paternalism  and  then  through  this  to 
80<dalism,  draws  on  to  economic  chaos. 

FOr  more  than  a  Quantw  of  a  emfcory  thla  tmdeney  of  mind  haa 
been  gradually  gaining  trtrength  all  over  the  world.  In  this  country, 
feeding  in  part  upon  the  ideas  of  discontented  people  imported  from 
abroad,  in  part  upon  the  flaming  heresies  of  the  soap-box  orator,  and 
no  little  upon  the  impractical  idealism  of  college  and  university 
teachers,  it  has  become  a  vital  force, — a  force  which  atimulated  aa  it 
waa  by  the  many  depaitnm  Crom  awnd  prtaieiplea  made  aeemlngly 
neceaaary  by  the  war  haa  now  become  ao  modi  a  part  of  na  that  we 
take  it  aa  a  matter  of  eoorae  and  treat  It  with  nneoneem. 
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It  baa  beeeme  ao  mndi  a  pant  of  oa  that  we  diacnaa  the  proposala 
whdth  flpiina  from  it  aa  we  now  are  diiwnaring  this  peatal  matter, 
aa  if  there  were  notldng  involved  bat  a  aneation  oi  Immediate  eaE- 

pediency.  One  of  the  first  important  acts  of  the  new  Poatmaater  Gen- 
eral, an  official  appointed  by  the  author  of  the  now  well-worn  slogan 
"more  business  in  politics  and  less  politics  in  business/'  is  to  remind 
ua  that  it  atlU  is  aUve  in  that  city. 

Already  it  has  given  us  the  Adamson  Act,  the  Clayton  exemptions, 
the  Railroad  Labor  Board,  the  Federal  Farm  Land  Bank  and 
numerous  other  regulations  and  institutions  which  are  flat  repudia- 
tiona  of  the  principles  upon  which  our  democracy  is  based. 

Already  it  has  given  us  a  clearly  confined  classKJonsciousness 
which  is  the  best  SOU  in  the  world  in  which  to  propagate  hatred  and 
revolution* 

Already  it  has  poisoned  our  private  as  well  as  oiBr  public  think- 
ing, and  in  one  disguise  or  another  its  manifestations  are  showing 
in  almost  every  department  of  life.  And  so  often  these  manifestations 
are  cloaked  in  the  gractona  lainmeBt  ct  good  Intantions  that  wea 
when  we  reeogniae  them  we  are  kNrth  to  eondemn  them.  It  in  one  of 
the  great  dangera  that  go  with  tlda  tendeney  «tf  ndnd  that  nnndM»  ot 
honest,  earnest  and  intelligent  people  develop  it  without  being  aware 
that  they  are  doing  so,  and  another  that  many  do  not  develop  it  with- 
out criticism  because  they  do  not  like  to  criticise  things  proposed  oy 
people  whose  motives  are  above  suspicioxu 

nha  Trend  to  Patatnalism 

Let  ua  glance  at  the  principal  evila  that  inhere  in  this  tendency 
to  patetnallam  of  wofnammA: 

Just  as  the  least  governed  people  is  the  best  governed  people,  so, 
speaking  with  respect  to  government  control*  it  the  least  regulated 
business,  the  beat  regulated  buaineaa. 

The  laws  which  spring  from  this  tendency  of  mind  inhibit  and 
restrain,  they  clog  and  obstruct,  they  increase  the  coat  of  everything 
they  touch  and  they  lower  the  productivity  of  every  one  they  regu- 
late. They  nmke  for  antagmiiam,  for  firietion  and  for  loat  motion. 
They  are  sand  in  the  beavinsi  of  the  eoononde  nuudiine,  and  by  dew- 
ing down  the  operation  of  that  machine  they  retard  progress  and  in- 
crease the  man  cost  of  living.  They  are  pernicious  evila! 

The  InBtitutiona  which  spring  from  thla  tendency  <rf  mind  inter- 
fere even  more  with  the  natural  flow  of  fiscal  activities.  They  Inorease 
the  actual  cost  of  living  and  add  in  kind  to  many  of  the  other  detri- 
mental results  which  come  from  regulatory  laws.  They  diminish 
opportunity  for  individual  enterprise.  They  build  barriers  to  the  free 
playi  of  natoral  een^etitive  foieea.   They  alae  work  injuattee  both 
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iqiKm  thoM  hHm  operate  tbem  wder  seremmeiit  order,  upon  those  wlio 
wtnnlie  tbLem  under  oorapoMoa,  and  upooi  tbe  genaml  piibUe. 


Tli^  are.  if  aiiytliiais*  noore  peniicioua  tbaa  the  resulatory  laws. 

.Attain,  there  is  the  even  more  threatening  evil  that  grows  otit  Of 
the  fact  that  spread  of  this  tendency  in  so-called  higher  circles  is  aid 
and  ccmifoit  to  the  radical  and  the  real  backlMme  of  all  deatnictlve 
nnMT  of  tlie  time. 

These  are  the  more  ohvious  and  more  immediate  evils.  There 
are  otbera  of  a  maoh  more  aeiiraa  character. 

Steibea  at  Intesrity  of  Mind 

There  are  reactions  upon  the  mfod  and  character  of  the  peoplo— 

reactions  so  far  reaching  as  to  constitute  an  actual  menace  to  the 
integrity  of  both.  It  is  these  reactions  that  are  the  more  grave  evil. 
It  is  upon  mind  and  character  rather  than  upon  fiscal  progress  that 
the  safe^  of  civilization  depends.  That  which  strikes  at  our  pocket- 
bMdu  may  be  nnpleaaant  but  it  is  not  likely  to  be  fatal,  buit  that 
ivMcfa  atrikea  at  oar  integrity  of  mind  in  waOmm. 

And  these  laws  and  institutions*  these  innocent-eyed  offsprings 
<tf  tMa  perverted  tendency  of  mind,  strike  at  our  integrity  of  mind. 

Of  all  the  ao-oalled  helps  that  make  men  helpless,  these  by'  the 
governmmt  easily  are  the  mioat  pernicious  They  bb^  our  self-reliance 
and  onr  reoooreetiibiefla.  They  inqpair  our  aenae  valnea  and  our 
sense  of  ftdmeas.  They  ahako  onr  fiOfli  in  tbe  rlgbteonaneas  of  nataral 

law  and  the  infinite  justice  of  Him  wbo  made  it. 

As  yet  we  have  only  nibbled  at  tfaeae  helpa,  but  already  we 
are  loafaig  momeiads^  of  our  (botf-rellance.  Already  wei  are  aeeking 

to  shirk  responsibility  for  our  onm  tndivldaal  well-being  and  trying 
to  blame  our  individual  troubles  upon  someone  else.  Already  we 
are  running  to  Washington  with  nuuay  of  our  fiscal  ills  and  lighting 
the  fires  of  luutred  and  distrust. 

If  we  cannot  find  a  house  to  rent  Just  where  we  want  it  and  when 
we  want  it,  there  is  forthwith  a  housing  problem  which  It  is  the  busi- 
ness of  the  govenim^t  to  solve. 

If  we  cannot  sell  all  the  steel  we  make  or  all  the  grain  at  home 
then  there  is  an  export  problem  and  the  government  must  promptly 
find  ways  to  finance  people  in  other  countries  who  are  not  entitled  to 
credit  so  they  will  Imy  our  auri^us. 

If  our  wages  are  lower  than  we  think  they  should  he  then  there 
is  a  labor  and  capital  problem  and  the  government  must  find  a  way 
to  make  what  our  em|ployer  is  willing  to  pay  square  with  what  we  are 
wiUing  to  take»  or  aay^  anko  aix  raboteartad  tnm  ei|^  leave  Bothte 
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If  we  camot  borrow  money  eaooi^  to  enable  aa  to  carry  oar 

surplus  stock  or  crop  until  pricea  are  more  to  our  liking  then  there  la 

a  financing  problem  and  the  government  must  help  us  solve  thcut.  If 
there  is  unen^loyment  it  is  the  same  thing,  and  so  it  goes  through 
a  long  list 

In  the  coal  fields  of  West  Virginia  civil  war  has  been  going  on 
for  two  years.  If  these  are  the  results  of  merely  nibbling  what  is 
to  come  if  we  begin  to  partake  freely?  Let .  us  not  forget  that 
craving  tor  government  help  is  one^  .which  grows  with  indulgence. 
'Hie  noce      get»  toe  greats  the  aeeudng  need  to  get  atiU  more. 

Aid  One  Glass,  Haim  Another 

Furthermore  once  we  are  oonnniited  to  daaa  privilege,  to  govern- 
mental aid  and  governmental  c^eration  th^  is  no  natural  place  to 
stop.  There  la  no  possible  place  to  8t<^.  What  has  bera  done  to  aid 
one  group  re4uA8  to  the  detriment  at  some  othw.   Then  the  other 

must  be  aided  to  even  up,  and  this  in  turn  works  to  the  disadvantage 
of  still  another.  The  government  cannot  help  one  group  without 
injuring  others. 

The  govermnent  does  not  create  anything;  it  merely  disturbs 
natural  distribution.  Thus  we  must  go  on  and  on,  and  as  we  go 
on  and  on  fiscal  confusion  increa^ies  and  powers  of  resistance 
diminish. 

With  every  addition  to  the  laws  and  institutions  which  spring 
from  this  tendency  of  mind  there  comes  a  corresponding  decrease  In 
the  self-reliance  of  the  people  affected.  As  the  first  multiply  so  does 
the  other  diminish.  Class  hatreds  are  augmented.  Unwarranted  die- 
oontent  la  spread.  Req^eot  for  the  rights  of  othora  ia  disriipated. 
S«8e  ei  oldigati<m  ia  Imjpaired.  Finally,  ta  the  rugged  ind^»endenee 
and  the  aturdyi  reaoureefoineaa  which  made  thia  nation  what  it  ia 
nothing  is  left  but  shreda. 

Onr  land  la  one  isi  nmneaaured  reaonrcea.  Oar  day  ia  one  of  on* 
equaled  productivity.  If  we  work  one  day  in  four  we  will  have  enough 
to  eat  and  enough  to  wear.  From  many  of  the  fears  and  dangers  that 
have  compelled  other  races  of  the  past  to  keep  sane  and  sound  in 
order  to  live  at  all,  we  are  entirely*  free.  From  famine,  pestilence  and 
foreign  invasion  we  are  practically  immune.  We  are  driven  neither 
by  the  spur  of  neceaaity  nor  by  the  lash  of  fear.  Theaee  ia  nothing 
that  oaa  diaic  na  dovm  aa  a  natlcm  eaoept  our  onm  mneakneaal 

In  the  early  beginnings  of  human  life  it!  was  largely  the 
eactemal  forces  that  shaped  the  destinies  of  mm.  Today  with  ua 
it  ia  largely  the  internal  for^.  It  ia  what  we  are  and  think  that 
will  UAl  the  story  of  our  riae  or  fall. 

Above  any  other  people  who  ever  have  lived  we  have  been 
blesaed  with  opportunity,  but  $mt  aa  privilege  and  obUgation  ate 
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one  and  inMpwaUe,  so  are  opportunity  of  itrinir  and  dMiger  of 
USOng  one  and  inaeparable.  What  we  think,  that  surely  we  shall  be. 
Out  of  our  own  tendenci^  of  mind  almost  alone  will  come  our 
destiny. 

Our  future  is  our  own  to  make  or  break  at  will. 

Uneheeked,  this  evU  tendency  of  mind  ineritably  will  work 
incalculable  injury.  It  is  freighted  with  more  potential  trouble 
than  all  the  other  forces  of  evil  that  move  in  the  life  of  the  time.  It 
is  a  serious  menace  to  our  national  well  being. 

To  most  people,  I  know,  the  seriousness  I  am  attaching  to  this 
would  seem  unwarranted.    I  make  no  apology! 

The  complacency  with  which  we  sat  idly  by  while  Germany  in 
plain  view  set  the  stage  ^or  the  greatest  tragedy  in  world  history  is 
still  fresh  in  memory. 

I  look  upon  this  tendency  of  mind  as  the  most  ominous  develop- 
ment of  modern  times! 

The  only  reascm  why  I  have  not  used  stronger  language  in  deal- 
ing  with  it  is  that' I  do  mot  know  any! 

Gonolnalon 

The  Postal  Bank  is  a  manifestation  of  this  tendency  of  mind 
to  favor  paternalism  and  governmental  ''aid/'  to  inject  the  gOTcm- 
ment  into  buidness,  to  weaken  our  self-reliance. 

I  am  opposed  to  the  Postal  Savings  Bank»  and  with  equal  posi- 
tiyraess  I  am  iq^osed  to  each  and  eyery  other  manifestation  of  this 
tendency  4ft  waiii^^ 


